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NOTICE OF FAILURE TO FILE ANNUAL REPORT
Commonwealth of Puerto Rico

NOTICFE IS HEREBY GIVEN that the Commonwealth of Puerto Rico { the “Commonwealth”} will
not provide its audited financial statements for fiscal year 2014 {the “2014 Financial Statements”} by the
filing deadline of May 1, 2015 as required by its continuing disclosure undertakings approved in
connection with the issuance of the respective bonds.

The Commonwealth will be unable to finalize its 2014 Financial Statements by the filing deadline
principally as a result of (i) the implementation of new governmental accounting pronouncements, (i)
the requirement of certain additional audit procedures and management analyses at the Puerto Rico
Police Départment, which is part of the primary government reporting entity, due to its inability to
satisfy certain audit'procedures, (iii} delays in the issuance of the audited financial statements of the
three retirement systems of the Commonwealth (the Employees’ Retirement System, the Teachers’
Retirement System and the Judiciary Retirement System), which are fiduciary component units of the
Commonwealth, (iv) the requirement of additional analysis related to the liquidity risk and uncertainties
of the Commonwealth and certain discretely presented component units, and (v} delays in the issuance
of the audited financial statements of certain blended and discretely presented compenent units {such
as the Special Communities Perpetual Trust, the Puerto Rico Sales Tax Financing Corporation, the Puerto
Rico Highways and Transportation Authority, the Government Development Bank for Puerto Rico, the
Puerto Rico Flectric Power Authority and the Puerto Rico Municipal Finance Agency} by certain agreed-
upon deadlines in order to allow for the timely incorperation of their financial information -in the
Commonwealth’s 2014 Financial Statements. The financial reporting entity under governmental
accounting standards for purposes of the Commonwealth’s financial statements consists of the primary '
government, as well as 7 blended component units, 45 discretely presented component units and 3
fiduciary component units. Component units are generally separate legal entities that issue their own
audited financial statements. After the issuance of the audited financial statements for such component
unit, they are incorporated into the Commeonwealth’s financial statements. As a result, delays in the
issuance of the audited financial statements for any component unit can cause a further delay in the
issuance of the Commonwealth’s financial statements.

As of the date of this notice, certain component units had issued their audited financial
statements and, to the exient required to comply with a continuing disclosure undertaking, such
financial statements have been filed with the Municipal Securities Rulemaking Board.

Although the Commonwealth anticipates that its 2014 Financial Statements will be filed no later
than July 31, 2015, a delay in the resolution of the previously described matters may further delay the
issuance of the Commonwealth’s financial statements.  Notwithstanding the foregoing, the
Commonwealth has filed its Financial Information and Operating Data Report, dated October 30, 2014,
which contains financial information and operating data for the Commonwealth for fiscal year 2014,
including preliminary and unaudited results for Fiscal year 2014. The Commonwealth expects to publish
certain Financial Information and Operating Data, as a supplement to its October 2014 Financial
Information and Operating Data Report, during the fourth quarter of fiscal year 2015, which ends on
June 30, 2015,




